Approved For Release 2002/08/15 : CIA-RDP84-00780R000700060011-9 


TAB 


Approved For Release 2002/08/15 : CIA-RDP84-00780R000700060011-9 


Approved For Release 2002/08/15 : CIA-RDP84-00780R000700060011-9 


EXECUTIVE OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET 
WASHINGTON. D.C. 20503 


EULLETIN NO. 66=3 ; . . 7 October i, 1965 


0 THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS . 


SUBJBOT: Planning-Programming-Budgeting 


-l. Purpose. The President has directed the introduction of an intesrated 
Planning-Programming~Budgeting system in the executive branch, This 
Eulletin contains instructions for the establishment of such a system. 
It will be followed by additional instructions, including more explicit 
policy and procedural guidelines for use of the system in the annual 
Budget Preview. : : 


2. Application of instructions. This Bulletin applies in all respects 
to the agencies listed in Section A of Exhibit 1. ‘The agencies listed 
in Section B of that Exhibit are encouraged to apply the principles 

and procedures for the development and review of programs to the extent 
practical. (In this Bulletin, the word "agency" is used to designate 
departments and establishments; the word."bureau'" is used to designate 
principal subordinate units.) | . 

3. Background and need. A budget is a financial. expression of a program 
pian.. Both formal instructions (such as those contained in Bureau or 
the Budget Circular No. A-1l) and training materials on budgeting 

have stressed that setting goals, defining objectives, and developing 
planned programs for achieving those objectives are important integral 
parts of preparing and justifying a budget submission. 


Under present practices, however, program review for decision making 

has frequently been concentrated within too short-a period; objectives 

of agency programs and activities have too often not been specified 

with enough clarity and concreteness; accomplishments have not always 

. been specified concretely; alternatives have been insufficiently pre~ 

sented for consideration by top management; in.a number of cases the _ 

. future year costs of present decisions have not been laid cut systematically 

. enough; and formalized planning and systems analysis have had too little | 

effect on budget decisions. - 


“Go help remedy these shortcomings the planning and budget system in eech 

.. agency. should be made to provide more effective information and analyses to 
assist line managers, the agency head, and the’ President in judging , 

needs and in deciding on the use of resources and their allocation 

anong competing claims. The establishment of a Planning, Programming, 
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and Budgeting System in accordance with this Bulletin will make needed 
improvement possible. 


While the improved system is intended for year-round use within each 
agency, its results will be especially brought into focus in connection 
with the spring Preview. It should lead to more informed and coordinated 
budget recommendations. 


4, Basic concepts and design, 


a. The new Planning-Programming-Budgeting system is based on three 
concepts; — 


(1) The existence in each agency of an Analytic capability which 
cerries out continuing in-depth analyses by permanent specialized staffs 
of the agency's objectives and its various programs to meet these objec- 
tives. bg 


(2) The existence of a multi-year Planning and Programming pro= 
_ cess which incorporates and uses an information system to present data 

in meaningful categories essential to the making of major decisions by 
agency heads and by the President. ; 


(3) The existence of a Budgeting process which can take broad - 
program decisions, translate them into more refined decisions in a 
budget context, and present the appropriate Program and financial data 
for Presidential and Congressional action. 


b. Essential to the system are: 


(1) An output-oriented (this term is used interchangeably 
with mission-oriented or objectives-oriented) program structure (some~ 
times also called a program format) which presents data'on all of the 
Operations and activities of the agency in‘categories which reflect 
the agency's end purposes or objectives. This is discussed in more 
detail in paragraph 5, below. — 


(2) -Analyses of possible alternative objectives of the agency 
and of alternative programs for meeting these objectives. Many dif- 
ferent techniques of analysis will be appropriate, but central should 
be the carrying out of broad systems analyses in which alternative 


programs will be compared with respect to both their costs and their 
benefits.  - . 
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(3) Adherence to a time cycle within which well-considered 
information and recommendations will be produced at the times needed 
for decision-making and for the development of the President's budget 
and legislative program. An illustrative cycle which does this is 
Gescribed in paragraph 9. 


(4) Acceptance by line officials (from operating levels up to 
the agency head), with appropriate staff support, of responsibility for 
the establishment and effective use of the system. 


ce. ‘the products of the system will include: 


(1) A comprehensive multi-year Program and Financial Plan 


systematically undated. 


(2) Analyses, including Program Memoranda, prepared annually 
and used in the budget Preview, Special Studies in depth from time to 
time, and other information which will contribute to the annual budzet 
process, 


ad. The overall system is designed to enable each agency to: 


(1) Make available to top management more concrete and specific 


. data relevant to broad decisions; 


(2) Spell out more concretely the objectives of Government pro= 
@rams 3 


(3) Analyze systematically and present for agency head and Presi- 
dential review and decision vossible alternative objectives and alterna~ 


os 


tive programs to meet those objectives; 


(4) Evaluate thoroughly ana compare the benefits and costs of 
programs ; ; 


(5) Produce total rather than partial cost estimates of programs; 


. (6) Present on a multi-year basis the prospective costs and 
accomplishments of programs; ‘ 


(7) Review objectives and conduct program analyses on a con= 
~tinuing, year-round basis, instead of on a crowded schedule to meet 
budget deadlines, 


.@. The entire system must operate within the framework of overell 


policy guidance =-- from the President to the agency head, and from the 
agency nead to his central planning, programming, and budgeting staffs. 
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and to his line managers. Fiscal policy considerations and other 
aspects of Presidential policy will be provided by tne Bureau of the 
budget in accordance with the President's program. iioditications will 
aiso nave to pe made from time to time to reflect cnanging external 
conditions, Congressional action, and other factors. 


a» jhe program structure. 


a. An early and essential step for each agency is the daeterminntimm 
of a series of output-oriented categories which, together, cover the 
total work of the agency. Tnese will serve as a basic framework for 
the planning, programming, and budgeting processes (including work on’ 
systems analysis, reporting, evaluation of accanplisnments, and other 
aspects of management) ana for relating these processes to each other. 


the following principles should guide the development of such output 
categories, oi 


(1) Program caterories are groupings of agency programs (or 
activities or operations) which serve the same broad objective (or nis- 
sion) or which have generally similar objectives. Succinct captions or 
neadings describing the objective should be applied to each such groupe 
ing. Obviously, each program category will cotain programs which are: 
conplementary or are close substitutes in relation to the opjectives 
to be attained. For example, a broad program objective is improvement 
of higher education. This could be a program category, and as such would 
contain Federal programs aiding undergraduate, graduate and vocational 
education, including construction of facilities, as well as such auxiliary 
Federal activities as library support and relevant research programs. For 
purposes of illustration and to aid understanding, Exhibit 2 shows sane 
program structures as they mignt be epplied to two organizational units 
within different agencies; the same approach, of course, applies to the 
agency as a whole. : 


(2) Program subcategories are subdivisions which should be 
estapdlished within each program category, combining agency programs (or 
activities or operations) on the basis of narrower objectives contributing 
directly to the broad objectives for the program category as a whole. 
Taus, in the example given above, improvement of engineering and science 
and of language training could be two program subcategories within the 
program category of improvement of higher education. 


(3) Program elements are usually subdivisions of program sub- 
categories and comprise the specific products (i.e., the goods and ser~- 
vices) that contribute to the agency's objectives. Each program element 
is an integrated activity which combines personnel, other services, 
equipment and facilities. An example of a program element expressed 
in terms cf the objectives served would be the number of teachers to be 

rained in using new mathematics. : 


Approved For Release 2002/08/15 : CIA-RDP84-00780R000700060011-9 


Approved For Release 2002/08/15 : CIA-RDP84-00780R000700060011-9 
3 


>. The program structure will not necessarily reflect organization 
structure. It will be appropriate and desirable in many cases to have 
“ae basic program categories cut across bureau lines to facilitate can= 
berisons and suggest possible trade-offs among elements which are close 
csuostitutes., It is also desirable to develop program formats which 
ccilitate comparisons across agency lines (e.¢., in urban transporta- 
tion and in recreation). 


c, Basic research ectivities may not be and frequently are not 
ss.on or output oriented. Whenever this is the case, such activities 
ould be identified as a separate program category or subcategory as 

appropriate. However, applied research and development is usually 
associated with a specific program objective and should: be included in 


GR 


the same program category as the other activities related to that objective. 


ad. To facilitate top level review, the number of prosram categories 
Should be limited, For example, a Cabinet Department should have ag 
many as 15 program cetegories in only a rare and exceptional case, . 


e. Program categories and subcategories should not be restricted 
by the present appropriation pattern or budget activity structure.’ 
(Eventually, however, it may be necessary and desirable for the "Prozram 
oy Activity" portion of the schedules in the Budget Appendix to be 
brought into line with the program structure developed according to this 
Bulletin. ) 


6. The Multi-vear Program and Financial Plan, 


& The entire process is desiged to provide information essential 
to the making of major decisions in a compact and logical form A 
principal product of the process will be a document, the Multi-Year 
Program and Financial Plan of the agency. 


bd, Thus, the process is emcerned with developing for agency head 
review, and, after his official approval or modification, for Bureau 
of the Budget and Presidential review (es summarized in Program Memo- 
vanda, per paragraph 7c) a translation of concretely specified agency 


objectives into combinations of agency activities and operations designed 


to reach such objectives in each of the stated time periods. 
C. The Program and Financial Plan will: 


(1) Be set forth on-the basis of the program structure described 
in paragreph 5, above. 
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(2) Cover a period of years, usually five, although the number 
will vary with the considerations pertinent to particular agencies; for 
example, a longer time span would be appropriate for timber production 
and for large multiple-purpose water resource projects. The multi-year 
feature is not to be compromised by the expiration of legislation at an 
earlier date, since extension or renewal, with possible modification, 
cy the legislation should be reflected in the Plan. 

(3) Include activities under contemplated or possible new legis- 
lation as well as those presently authorized, 


(4) Show the program levels which the azeney head thinks will 
late over the entire period covered by the multi-year plan, 


(5} press objectives and planned accomplishments, wherever 
in ouantitative non-financial terms. For example, physical 
ram elements misht include the addition 
of numbers to be accommocated) of recreational faci 
in naticacl forests, the number of youths to be trained in Js 
along with measures of the kinds and intensity of trainincs 
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: 

(8) Translate the costs and receipts used for analytic purposes 
as described in the preceding subparagraph, into the financial terrs 
used in Federal budget preparation, presentation, and reporting. 


» 


d.| The Program and Financial Plan as anproved by the agency heed 
will be submitted to the Bureau of the Budget. The Bureau of the Budget 
will aiso be kept abreast of significant revisions and updatings (see 
subparagraphs e end f, immediately below). 


@. The Program and Financial Plan, as ayproved or modified by the 
agency head in conformity with guidance received from the Bureau of the 
Budget and the President (usually following the annual spring Preview), 
will form the basis for the agency's vudget requests. Therefore, it 
snould not be changed except in accordance with a procedure approveé by 
tie agency head. Appropriate arrangements should be made for parti¢i- 
pation of the Budget Bureau in significant changes. 


a rovision will be made for a thorough reappraisal and updating 
of the Program and Financial Plan annually. In this process, one yéar 
is added on to the Plan, Other changes to the Plan are to be expected 
from time to time and a procedure may be useful for making minor chenges 
to the Plan without requiring agency head approval. , 


- T. Anelysis, An analytic effort will be undertaken to examine deeply 
program objectives and criteria of accomplishments. Whenever applicable 
this effort will utilize systems analysis, operations research, and 
other pertinent techniques. The analysis should raise important ques- 
tions, compare the benefits and costs of alternative programs and explore 
future needs in relationship to planned programs. The sources of 

data used will be many, including most importantly, the Program and Finencial 
Plan, special studies done throughout the agency, and budget, accounting 
and operating data. It is importent to have continuity in the work of 
staffs doing this work and to build expertise in them over a period of 
years. As expertise is developed. more and more of the agency's activi- 
ties can be subjected to these analytical techniques. 


& Special Studies on specific topics should be carried out in 
response to requests by the agency top management, the Budget Bureau, or 
av the initiative of the analytic staff itself, Suggestions should 
also be made by line operating managers. The special studies may involve 
intensive examination of a narrow subject or broad review of a wide 
field. The broad program studies envisioned here will often be hampered 
by a dearth of information and geps in our knowledge which can be filicd 
caly by project studies end other micro~economic studies, Nevertheless, 
these broad studies should be assigned top priority in the agency's 
analytic effort. , 
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bd. Questions should be posed >y the analytic staffs to other 
elements of the agency on program objectives, measures of performance, 
costs and the like. 


c. A broad Program Memorandum should be prepared annually on eath 
of the program categories of the azency. ‘The Program Memorandum will 
summarize the Program and Financial -Plan anproved oy the agency head 
for that category and present a succinct evaluation and justification. 
It should appraise the national needs to be met for several years in 
the future (covering at least as many years as the Program and Finencial 
Plan), assess the adequacy, effectiveness, and efficiency of the pre- 
viously approved Plan to meet those needs, and propose any necessary 
modifications in the previously approved Plan, including new legislative 
proposals, ‘hus, the Program Memorandum should: 


(1) Spell out the Specific programs recomended by the agency 
neaa for the mlti-year time period being considered, show how these pro- 
Grams meet the needs of the American peoole in this area, show the total 
costs of recommended programs, and show the specific ways in which they 
differ from current programs end those of the past several years. 


(2) Describe program objectives and expected concrete accon- 
plishments and costs for several years into the future. 


(3) Deseribe program objectives insofar as possible in quentitative 
physical terms. 


(4) Compare the effectiveness and the cost of alternative objec- 
tives, of alternative tyves of programs designed to meet the same or cane 
parable objectives, and of different levels within any given program 
category. This comparison should identify past experience, the alterna- 
tives which are believed worthy of consideration, earlier differing recom- 
mendations, earlier cost and performance estimates, and the reasons for 
change in these estimates. 


(5) Make explicit the assurptions and criteria which support 
recommended programs. 


(6) Identify and analyze the main uncertainties in the assump~ 
tions and in estimated program effectiveness or costs, and show the 
sensitivity of recanmendations to these uncertainties. 


ad. In sum, the analytic effort’ will: 


(1) Telp define major agency objectives and subobjectives, - 
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: ; jmelyze and review criteria by waich program performance is 
‘ measured onc judged, and help to develop new, improved criteria. 


(3) Compare altemative programs, both in terms of tneir effec~ 
tiveness Gna theiy costs, old as well as new, 


(:}) Develop reliable estimates of total systems costs of alterna- 
tives over the relevant soan of yoars, : 


(5). Analyze the validity of. cost data.. 


(6) Identify and analyze program uncertainties; test the sersi- 
tivity of conclusions and recommendations against uncertain variables. 


(7) Carry out systems analyses to eid in making program chofces. 
S. Relation of the system to the bucset process. 
a, Two products of the system will be utilized in the spring Budget 


Preview: the Program Memoranda (which incorporate in summarized form 


the relevant portions of the Program and Financial Plan) and Special 
Studies. 


b. All annual budget requests in the fall wiil be based on and 
related to the first year of the current milti-vyear Program and Financial 
Plan, subject to such modifications as mey be required by changing cire 
cumstances since the Plan was last reviewed and approved by the agency 


head. Within this framework the detailed formulation and review of the 
budget will take place. 


ec. The introduction of the Planning, Programming, and Budgeting 
system will not, by itself, require any changes in the form in which budget 
appropriation requests are sent to Congress, Further, this Bulletin is 
not to be interpreted to set forth changes in the format of annual 
budget submissions to the Budget Bureau. Circular No. A=1l will be 
revised as needed to provide guidance on such budget submissions. 


d, Over the next few years agency operating budgets used to allocate 
resourees and convrol the day to day operations are to be brought into. 
consistency with the Progrem and Financial Plan. Performance reports 
that show physical and financial accomplishments in relatio to operating 
budgets should also be related to the basic plan. 


Ge ene Planning, Programming and Budgeting functions are closély 
ue nd.there must be close coordination in the work of the various 


pis eD 
suUGLLS ¢ 
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9. An illustretive annual cycle. Program review is a year-round 

process of reevaluating and uvdating program objectives, performance, 

and costs. ‘The annual cycle described telow is presented for purposes 

ce Lihustretion and will be refined ana changed cver time. It is inkended 
to identify check-points to assure thut essential steps are token one 
urrent reviews, revisions and recommendations are Given CCnolGeré~ 


eo eooreoriate times in the Ludget circle. Insover as this scawiule 


efPoets internal agency operations and Cces net errect BurGer of wae 
“dges scheduling, it may be modiiied by each agency nead vo suit nbs 
noedse Tne illustrative ennual cycle shows in outline form how the - 
system would work after it is established and operating for an agency 


participating in the Preview. 


Januarye. Changes are made by the agency to the prior multi-year program 
sen to eontorm to Presidential decisioas as refuected in whe vue. -ot % 
the Congress. 


OQ 


x 


Merch. By March bureaus or similar major organizational units within vhe 
agency will submit to the agency. head their current appraisals of approved 
program objectives and multi-year plens and theiz proposeis for (a) needed 
modifications, including measures to meet new needs and to take account 

of changing and expiring needs, and (bv) extension of plans to cover: an 
added year (e.g., 1972). ‘The Director of the rureau of the Budget will 
advise the agency head of any change in the overall policies and objectives 
won which the currently approved plen is based. 


Anvil. On the basis of instructions from the agency head following nis 
Teview of bureau submissions, bureaus cevelop specific program plans. 


May. Analytic staffs complete Program Memorande. Agency head reviews pro= 
gram plens and approves Program Memoranda ror submission to the Bureau of 
the Budget. He may want to assign additional studies on the besis of this 
veview. 


May-June. ‘the budget preview is conducted by the bureau of the Budget. 
jhe basic documents for this preview are the Program Memoranda prepared 
by agencies which are to be submitted to the Bureau of the Budget by 
Way 1, and Special Studies to be submitted over a period of several 
moaths preceding this date. Presidential guidence Will be obtained, 


where necessary, on major policy issues and on the fiscal outlook. 


vefugvst. Aporopriate changes to program plars are made on the basis i 
of the guidance received and of congressicna: iegisietion end appréps ations ¢ 


velopec on the basis of the firss year of the currently approved program . 
plans (e.g., 1968). 
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: somber, Budget estimates and egency legislasive programs are subaitted 
YO tne Bureau of the Budget. 


Bucget bureau reviews bucucet estimates, 
BSeHCIES , ANA MAKSS Lts wecommendctions to the President, 

Geclisions are transmitted vo agencies, the budaet is propare 
mission to Congress, and the legislative prograu is prepvered, 


“ys Changes are again made ty the agency so the multi-year DYOSL 
pian vo conrorm to Presidential decisions as reflected in the budget sent 


“a P 


co the Congress, 


10. Responsibility and staffins, 


ysvem rosts with the heac of each agency. Since planning. programming, and 
budgeting are all essential elements of menagement, line managers at anpro~ 
viate levels in the agency must also teke responsibility for, and partici-~ 
nate in, the system. Responsibility should be so fixed that the agency 
head receives the recommendations of his principal managers (e.g., bureau 
chiefs) on program plans es well es on the findings and recommendations 

ot centrally prepared analytical studies. Similarly, arrangements should 

be made for obtaining original suggestions, recanmendations, and views | 

from other echelons in a manner ccnsistent with the assignmeat of responsi-~ 
bility and authority. 


b. Specialized staff assistance is also essential in all but the 


» Personal responsibility for the Plannins, Programing, and Sudgeting - 


é 


smatlest agencies. Such assistance will be especially useful in the vrepara- | 


tion and review of Program and Financial Plans and in the preparatioi of the 
appropriate analyticel studies. Each agency will, therefore, establish an 
adequate central staff or staffs for anelysis, planning and programming, 
Sone bureaus and other subordinate organizations should also have their own 
analytical planning and programming staffs. 


¢. No single form of organization is vrescribed since agency ciscumstancer 


differ. Planning~Programming-Budgeting activities are functionally lirked 
but it is not essential that they oe located in tne same office so img 

as they are well coordinated. Uowaver, it is important that the head of 
the central analytic staff be directly resnonsible to the head of the 
agency or his deputy. 

itial action under this Bulletin, The: head of each agency listed in 
i should see that the following steps are taken by the dates in- 

- itis recognized that this is a tight schedule. lionetheleus, 

: sident's interest in the prompt establishment of the new Progvan= 
ming, Planning, and Budgeting system requires that each agency exert 


% 


+ 
Lal 
ad 
” 
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one each azaney head should have tentatively 
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1: budzet stat 


Les to be used indtiealiv ir tha systen. 
ave prepared to make suggestions cn these cavegories. 


c. by December 31, 1965 -— agency instructions, procecures, or: 


agency and BREA SHE Se 


regulations for the Planning-Programming-Budgeti ing system should -be ‘issued, 
and a copy forwarded to the Bureau of the Budget. If it is not possible to 


heave these in polished form by this date. they should be issued at lec: 
gucn Dorm as will allow the agency to proceed without delay on the dveps 
Buc ousery to produce the material required by May 1, 1966, with theinore 


coupiete and polishec instructions or regulations issued as soon as ‘feasible 


wut not later then March 31, 1966. 


ad. By February 1, 1966 -- each agency head should have approved < 


e. 


ogram Rages s and the einer units for measuring eran éojec- 


see, 


e. By April 1, 1966 -- a comprehensive, multi-year Program andi 
Finencial Plan should be completec. for consideration and review by the 
gency head. The Program and Financial Plan, as approved by the agency 
2 


ay 
head, will be forwarded to the Bureau of the Budget. 


f. By May 1. 1966 -- for the spring Preview, Program Memoranda! 
described above will be forwarded to the Bureau of the Budget. By tnis 
date or earlier, Special Studies will also be forwarded. lore specific 


guidance and instructions will be provided by the Bureau of the Budget. 
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A, AGHUNCTZS TO BE COVERED BY CHE PREVTitW 
Department of Agriculture 
Department of Commerce 
Depurtment of Defense - separate submission for: 
Military functions (ineluding Civil arene) 
ieee neers , Civil Sunctions 
fdueation, and Welfare 
3 ana Urban Develonment 


TMENT e 
Bone iene of Lab 
vost Ofrice Denartrent 
Deparement of State (excluding agency for International Develovnment) 


ny 


treasury Department 


or 


icy Yor International Develonment 

Reet imersy Commission ; 

Cuntral Intelligence Agency 

ries ral Aviation Agency 

eneral Services Administration 

avional Aeronautics and Space Administration 

National Seience Foundation 
Tice of Lconomic Opportunity 


ited States Information Agency 
Vete erans Adrinistravion 


B. OWNER AGENCIZS FOR WHICH A 7ORMAL 


WNING-PROGRAMENGOBUDGETING | SYSTEM ce ENCOURAGED 


Civil Aeronautics board 
Cs hore Se ervice coum eet en 


=e Beanie ens Ree 
Federal Home Loan Bank Hoard 

al Power Commission 

peer Trade Commission 

1verstate Commerce Commission 
sational Capital Transportation: Agency 
National Labor Relations Board 
Railroad Retirement Board 

Securities and Exchange Commission 
Selective Service System 

small Business Administration 
Smithsonien Institution 

Tennessee Valley Authority 

United States Arms Control and Disasmement Agency 
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